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THE TRUSTS: FACTS ESTABLISHED AND 
PROBLEMS UNSOLVED. 

The trusts have been prominent in political and eco- 
nomic discussion in the United States for nearly twenty- 
years. There have been several official investigations of 
the subject by the national government and the different 
state governments ; the government of Canada has inves- 
tigated it ; a brief report on the situation in Austria has 
been made by a committee of that government. Besides 
these official investigations, many studies have been made 
by private individuals connected with industrial combina- 
tions, by those opposed to them and also by impartial in- 
vestigators, both here and abroad. Every one who has 
given careful attention to the subject is aware that, owing 
to its complexity, and to the fact that the situation has 
been continually changing, it is impossible to express a 
final opinion on many matters connected with it. The 
time has come, however, when it may be profitable to sum 
up as compactly as possible what has been actually estab- 
lished, and to point out where further experience is needed. 
In this article, therefore, an attempt is made to distin- 
guish, as carefully as possible, between what may be 
considered as established regarding these combinations 
and what problems can be solved only after further ex- 
perience or more careful investigation ; and, in the light 
of this summary, to indicate briefly what seems to be the 
situation regarding advantageous legislation. Railroads 
and other natural monopolies will be excluded from the 
discussion, which is confined to the so-called capitalistic 
monopolies. 

The final cause of these combinations, all will probably 
agree, is to be found in the main in the desire of business 
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men to increase their profits. Doubtless, connected with 
this chief motive, others are to be found, such as the desire 
to exert greater power and influence in the community. 
The main cause, however, and the obvious one, states 
only a truism, unless one designates with some care the 
means by which profits are to be increased through com- 
bination. 

In very many cases, — probably in the large majority of 
cases, — competition among rival manufacturers has re- 
duced profits very materially before a combination has 
been effected ; and the thought uppermost in the minds 
of those entering into the combination has been to check 
or to set aside entirely this very severe competition. In 
prospectuses and public discussions the savings that may 
be effected by combinations are often made most promi- 
nent ; but, in private conversation, persons who have en- 
tered into them will usually concede that the chief purpose 
has been to check competition which they consider exces- 
sive, even when the thought of monopoly is not present. 
Experience shows that competition has frequently been, 
for considerable periods of time, very materially lessened, 
so much so that the expressions "temporary monopoly," 
" partial monopoly," etc., seem fully justified. It is also 
clear that industries which require a large investment 
in fixed capital, and the products of which are uniform 
in nature or can be readily tested, are more easily con- 
trolled by combinations than are others; but so far the 
experience has been short, and not entirely conclusive. 

There can be no doubt, too, that in many instances the 
hope not merely of lessening competition, but of secur- 
ing a monopoly of the market, has been a prominent influ- 
ence in bringing together into a combination competing 
establishments. Where the form of organization is that 
merely of dividing markets and agreeing upon prices, as is 
common in Europe, the combination is usually not made 
until the producers of 95 per cent, or more of the entire 
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output are ready to join the agreement. So, also, in our 
own country it has often been true that the trusts are 
able to control considerably more than 90 per cent, of the 
market, thus giving them such power that their prices are 
fixed, to a considerable extent at least, on the basis of the 
greatest net returns rather than upon the cost of produc- 
tion. While the hope of monopoly has thus been a promi- 
nent element in securing the formation of these combina- 
tions, it is also certain that for a comparatively short time, 
at any rate, monopoly has been secured. It remains yet 
to be shown by experience whether this monopoly can be 
held permanently or for very long periods of time. It re- 
mains also to be shown, provided monopoly can be held 
permanently in any lines of industry, just what those 
lines of industry are, and in what other lines monopoly is 
impossible. The conditions of business in various indus- 
tries differ so materially that — while it is perhaps to be 
considered established that, even without natural monop- 
oly or special favors granted, permanent monopoly can be 
secured simply through the influence of great capital in 
some lines of industry — it is equally certain that the 
field within which such monopoly can be established with- 
out outside aid is comparatively limited. It is of the 
greatest importance in connection with legislation as well 
as in connection with a scientific understanding of the 
whole industrial situation that this line of demarcation be- 
tween the various classes of industry be accurately drawn, 
and that the relation of each to the question of combina- 
tion be carefully considered. Only long experience and 
careful observation can enable any one fitly to perform 
the task. 

Organizers of the combinations generally believe that 
through combination important savings in the cost of 
manufacture can be effected ; and the experience of the 
past ten years makes it certain that such savings have been 
in very many cases really made. 
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When freight charges form a considerable part of the 
cost of putting the goods into the hands of consumers, 
material savings are made by combinations which control 
manufacturing establishments in different sections of the 
country through the avoidance of cross freights. These 
savings are often very large, running sometimes into the 
hundreds of thousands of dollars a year ; but they are by 
no means made by all combinations. They cannot be 
effected for an industry which, from its nature, is practi- 
cally limited to some one locality; and the freight is a 
matter of slight moment in many other industries of 
which the manufactured articles are of light weight. 

The cost of selling is often very materially lessened by 
combination. In those instances in which competitors 
have kept travelling salesmen on the road, visiting the 
same localities and the same customers, very large savings 
are made by reducing the number of such salesmen, per- 
mitting one to take orders for the different manufacturing 
establishments which make the same kinds of goods, and 
to take orders also for a greater variety of goods than was 
customary before the combination was effected. What 
applies to travelling salesmen applies, also, in many cases, 
to local merchants who sell on commission or in other 
ways act as distributors of the manufactured product. 
Their number and the amount of their commissions have 
frequently been reduced. 

A similar saving has been made in lessening the amount 
expended for advertising purposes, or perhaps more fre- 
quently in making more efficient an advertising expendi- 
ture which has not been lessened in amount. We may 
distinguish three kinds of advertising : one, which simply 
announces to the public where goods of certain qualities 
likely to be in demand can be secured and under what 
conditions ; a second, which calls the attention of the 
public to goods regarding which people would have 
little knowledge without the advertisement ; and a third, 
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which attempts to persuade customers to buy the goods 
advertised instead of some other which might satisfy the 
same want. Advertising of the third class is peculiarly 
competitive advertising, and in many cases serves the pur- 
pose merely of transferring orders from one establishment 
to another without increasing the total amount consumed. 
The formation of a combination enables the money which 
has been expended in the third class of advertising to 
be more profitably used in that of the first and second 
classes. But these savings in the cost of selling, though 
usually prominently mentioned and frequently made, are 
by no means universally made by combinations. 

A small establishment is often compelled to throw 
away material which, under other circumstances, can be 
made into a valuable by-product. Sometimes the sav- 
ing can be effected only when the amount of material that 
can be so used is large, sometimes only by the expenditure 
of larger sums of money than are at the disposal of the 
small establishment. In either case, however, a decided 
advantage is given to a large concern which can readily 
be created by the combination of several independent es- 
tablishments. The extent to which this advantage is 
secured by industrial combination is not fully known, and 
will vary, of course, with each separate industry. This 
source of saving is practically nothing in some lines. In 
other lines the by-product that can thus be saved and im- 
proved, as in the petroleum industry, may perhaps prove 
a source of profit as important as the main product. 

The chief benefit which comes to society from the in- 
vention of new machinery is the saving of energy thereby 
effected, which lessens the cost of production. A some- 
what similar saving of energy comes from the organization 
of a large business under a single skilled executive head. 
A much more efficient division of labor can often be made 
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than was possible before, and in this way energy is saved. 
The president of the American Steel Hoop Company testi- 
fied that, under that company, through the better organi- 
zation of work of different classes into separate mills, it 
was possible to avoid changing rollers, stopping machin- 
ery, and the like, to so great an extent that, as compared 
with the work in separate establishments, saving to the 
amount of one dollar per ton in the cost of manufacture 
was effected. In very many lines of industry where there 
is a large variety of products, by the better organization 
of the work into different establishments under one man- 
agement, similar savings could be effected. On the other 
hand, saving of this kind cannot be made in all lines of 
industry ; and it remains yet to be shown to what an ex- 
tent this source of saving can be made available through 
combination. 

The added efficiency that comes from the better organi- 
zation of labor and through the better grouping of 
machines is secured, also, through the better grouping of 
administrative and business talent in very large establish- 
ments. In small establishments one man with a special 
gift for a certain kind of business is compelled to do 
many kinds of work. If several such men, each with his 
peculiar gift, come together into a large establishment, 
each one can devote his whole time to that department 
for which he is specially fitted. Experience is already 
long enough to show that this is often a decided advan- 
tage to large combinations. On the other hand, it has 
not yet been shown that this efficient grouping of indus- 
trial talent, though it often takes place when a new 
combination is formed, is one that will remain permanent 
through the changing vicissitudes of business. It is 
quite possible that, as the history of industrial combina- 
tions progresses, we shall find that in these larger combi- 
nations — as is often true in governmental offices, and, at 
times, even in large railways and banks with a long 
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history — habits of doing business will become fixed, a 
tendency towards hereditary office-holding will develop, 
the men of special gifts will not be grouped to the best 
advantage, and we shall have the evils so often found in 
old countries in long-established private firms reproduced 
in an exaggerated degree in long-established combina- 
tions. It is probably true that as yet no such tendency 
has appeared; but this element of advantage so often 
cited by the managers of combinations cannot for many 
years to come be looked upon as proved. 

This same truth holds to a considerable extent with 
reference to the quality of mind found in the managers of 
the greatest industrial combinations. It is probably true 
that in the beginning the strongest men are placed at the 
head. Experience alone will be able to show us whether 
the pressure from potential competition or the demands 
of stockholders for regular profits, or other forces, will be 
found sufficient to keep permanently the quality of man- 
agers up to the same high standard, or whether, under the 
influence of the feeling of security regarding reasonable 
profits and of methods which become fixed, these positions 
may not come eventually to be held too long in the same 
hands. Possibly they will be bestowed at times from mo- 
tives of favoritism upon individuals who, perhaps, will 
make no serious mistake, but who, nevertheless, will not 
possess the extraordinary business ability shown by many 
of the founders. In practically all kinds of social activity 
this tendency towards formalism, towards habits so steady 
that enterprise is choked, is plainly marked. Under the 
competitive system the victims of such habits are com- 
paratively soon thrown out of the industrial field. In 
government bureaus and in large establishments which 
are for different reasons freed from the pressure of compe- 
tition, they often hold their positions. If our large capi- 
talistic combinations succeed in freeing themselves, even 
to a considerable extent, from the pressure of competition, 
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will this tendency lower efficiency as much as the saving 
from better division of labor tends to increase it ? It may 
be set down as an established fact that now we have real 
captains of industry in very many cases, if not in most 
cases, at the heads of the great combinations. It remains 
yet to be established by experience whether such captains 
of industry will be found generally at their head, after time 
enough has elapsed for society and business men them- 
selves to become accustomed to the new methods of doing 
business. It is perhaps not too much to say that, so far 
as economic efficiency is concerned, this is the crucial test. 
The personal element is, in the long run, probably the 
most powerful single one. The fact that to a considerable 
extent competition in efficiency exists among the different 
establishments in the same combination, and that each 
superintendent can be tested by direct comparison of the 
results of his work with those of other establishments, 
tends to strengthen the combination. We cannot yet say 
positively whether or not the form of organization of com- 
binations will always make this possible, nor whether this 
force of competition within the organization will ulti- 
mately be enough to overcome the tendency towards 
apathy so generally found in all old social institutions. 
Men who have been prominent in the organization of 
trusts, both in this country and in Europe, do not hesitate 
to say that a prominent motive in their formation has at 
times been the hope on the part of the managers that 
they could thereby secure greater power over their 
laborers. This has been especially true where employers 
have been frequently threatened with strikes or have seen 
their profits melt away through the hostile acts of trade 
unions. Such avowals are comparatively seldom made in 
public ; and it is probable that such a motive alone would 
never be sufficient to bring about the organization of a 
great combination, but that it is a contributing element at 
times is certain. How great this added power over the 
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laborers is that is thus secured from combination is by no 
means yet determined, though at times it is probably con- 
siderable. Still less certain is it that in the long run the 
power of the combinations will be great enough to benefit 
employers at all at the expense of the employees. 

While this desire to secure more complete control over 
the laborers has at times contributed to the formation of 
combinations, it is also equally true that the desire to 
make labor more efficient, so that fair or even high wages 
could be paid to the laborers without destroying entirely 
the profits of the employers, has also been an element in 
their organization. In certain cases in the United States 
this motive has been distinctly given in the articles of 
association, and the principles by which added profits 
were to be divided in part with the employees have been 
stated. In England, as is well known, the Brass Bedstead 
Combination and others which have been brought to- 
gether through the influence of Mr. E. J. Smith have 
organized on the basis of a combination which should in- 
clude workingmen as well as employers, and should so 
divide the added profits that might come through in- 
creased prices to consumers as to secure for the employers 
fair profits and for the employees a commensurate increase 
in wages. It remains still to be shown, however, through 
longer experience, whether the self-control of the laborers 
and the mutual confidence between them and their em- 
ployers can be permanently secured, so that the consumer 
can be compelled permanently to pay prices considerably 
above competitive rates for the sake of the two factors in 
production, — labor and capital. This does not raise the 
question, of course, as to whether any benefit whatever 
would come to all employees and all employers, provided 
this system of combination were to become universally ap- 
plied in all lines of industry. It is perhaps sufficient to 
say that such combinations are — at any rate, within the 
present era — not universally found. They are even, for 
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the present, impossible in very many lines of industry. 
It has been possible for certain industries to secure for a 
time these advantages to themselves at the expense of 
others in the community. The extent to which this can 
be done is something that requires much greater experi- 
ence to determine. 

It is beyond question true that in individual cases cer- 
tain special favors, adventitious aids, have built up the 
power of single corporations or of combinations of capital 
until they have become practical monopolies. Special dis- 
criminating rates granted by railroads, special legislation 
granting such privileges as exclusive franchises, special 
protective tariff rates, have all doubtless had this result. 
On the other hand, it has not by any means as yet been 
settled just where the limit of the influence of these 
special favors on the upbuilding of combinations is to be 
fixed. It is clear that in different countries exceedingly 
powerful combinations have been effected, apparently 
without any of these special favors. 

Patents which give a legal monopoly, of course, are in- 
tended to encourage monopoly for the time being, and 
need no further discussion. 

In Europe, railway discriminations among individual 
shippers are practically unknown. Under general rules 
somewhat lower rates are given at times to very large 
shippers ; but in these cases the rate is an open one, and 
is not in the nature of a special discrimination. In other 
instances special rates have been made to develop a cer- 
tain industry. In that case, however, all shippers of the 
product over the same route receive like treatment. In 
all probability it sometimes happens that these special 
rates do act as discriminations; but this is rarely true, 
and there is nothing secret about it, so that the public is 
enabled at all times to judge exactly the situation. In the 
United States, it is certain, freight discriminations have 
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aided large shippers, including certain so-called trusts. 
It seems equally certain that others have grown up with- 
out such favors. 

The situation regarding the tariff is somewhat more 
complicated. It is probably not exact to say in any case 
that a protective tariff is the cause of a combination. On 
the other hand, it is doubtless true that a tariff has at 
times, perhaps often, in our country as well as abroad, fur- 
nished a favorable occasion for the organization of a com- 
bination to lessen competition or to secure a monopoly in 
the home country without fear of competition from abroad. 
The combinations, by doing away with home competition, 
have been enabled to make the use of the tariff, so far as 
foreign competitors are concerned, that was intended by 
the government when it was levied ; and the price of the 
product is doubtless sometimes, though by no means al- 
ways, substantially determined by the price of the chief 
foreign competitor, with the tariff and freight added It 
can of course be considered as established that, if a com- 
bination has succeeded in doing away almost entirely 
with home competition, it can, if the product is one that 
would be affected by foreign competition without the 
tariff, put the price higher than would be otherwise pos- 
sible. The removal of the tariff would, under those cir- 
cumstances, beyond question lower the price, though it 
might possibly destroy the industry in so doing. The 
question that is still to be settled in connection with the 
tariff and trusts is this : To what extent does the home 
government think it wise in each individual case to pro- 
tect an industry that is substantially monopolized by a 
combination? It will be noted that the study must be 
made independently for each separate industry. It may 
possibly be a question of the total abolition of the tariff 
and the compulsion of the combination to compete directly 
with foreigners on equal terms. It may be a question of 
the lowering of the tariff, so as to hold the price made by 
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the combination within normal or low limits without the 
destruction of the industry. Or, again, the question in 
certain cases may fairly be whether the government does 
not think it wise to keep the tariff and uphold an indus- 
try even at the expense of the consumers rather than to 
let it be driven out entirely by foreign competition, thus 
compelling the capital invested and the workmen em- 
ployed in it to seek occupation elsewhere. 

It is beyond question true that, by virtue of the greater 
power given through the possession of large capital and a 
very large organization, such as in most cases can be made 
under present industrial conditions only through the com- 
bination of several independent establishments, the export 
trade can be developed better than by small individual 
establishments. The advantage comes in two ways. In 
the first place, the combination often secures, through 
partial or total abolition of competition, a profitable busi- 
ness at home, with a secure market in the home country. 
With this profit assured, the combination can afford tem- 
porarily to lower prices enough to force its way into for- 
eign markets, when, if it had to fight with equal vigor for 
its home market, it would be impossible to do so. In the 
second place, even without any increase in price in 
the home market, the added capital at the disposition of 
the combination may enable it to send more highly paid 
agents and to lower its prices more than would otherwise 
be the case, in order to secure the foreign market. In both 
these ways, beyond question, the great combinations in 
both the United States and the leading European countries 
have been enabled to extend their markets along certain 
lines more rapidly than would otherwise have been the 
case. It is a common experience to hear managers of 
combinations assert that without their combinations it 
would be impossible for them to meet the competition of 
other countries. The great capital of one country can be 
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met only, in their judgment, by correspondingly great 
capital and added power in the other country. They be- 
lieve that in very many cases the control of the markets 
in countries that are not important manufacturing coun- 
tries themselves will go to the country that puts the 
greatest capital and skill into the development of the ex- 
port trade, and they think that this depends largely upon 
the formation of great industrial combinations. Further 
experience will enable us to determine much more defi- 
nitely than is now possible in what lines and to how great 
an extent this is true ; and also whether or not this trade 
is at times secured at too great a cost. 

It is comparatively easy to see the advantage which 
comes to industry through the activities of the promoter, 
if by the promoter is meant a man who takes charge of 
the details of organization of a great business and places 
the stock upon the market when industrial conditions are 
such that the corporation comes naturally into existence, 
or when a man does the detailed work for several others 
who have already, through the exigencies of business, 
found it desirable to combine their separate interests into 
one. In the formation of such a combination, it is, of 
course, necessary that some one take the lead in deter- 
mining the parts that each one of the different members 
ought to have in the new organization, in preventing mis- 
understandings, and in settling such other difficulties as 
in the organization of such a combination are sure to 
arise. The work of such a man is a necessity, and is of 
clear benefit to the community. Whether called pro- 
moter or by some other name, he should be well paid for 
his services. Often a man of such exceptional tact and 
good judgment — one who has had the confidence of the 
business community for a long period of time — has de- 
manded that his reward should not be proportionate to 
the length of time devoted to the work, but should rather 
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be estimated somewhat in proportion to the importance of 
the service rendered. And this demand is just. 

Promoters, however, often do other work that is of 
much less importance to society ; and in the organization 
of many of the later industrial combinations in the United 
States their services, instead of being an industrial benefit, 
have been a most serious damage. 

To illustrate from an analogous field : A new invention, 
which may or may not prove of advantage to the indus- 
trial community, can be exploited only by means of a cor- 
poration, in which, on account of the risk involved, each 
investor is willing to risk only a certain determined 
amount. For the exploitation of such an invention, some 
hopeful promoter is necessary. If the invention proves to 
be one adapted to the public needs, the promoter has per- 
formed a genuine service to the community, and may 
well be rewarded accordingly. If the invention, on the 
other hand, proves to be worthless, while no one is partic- 
ularly to blame, the community has simply been injured 
by the waste of energy and capital involved in attempting 
to exploit a worthless thing. The promoter works in 
such cases, of course, with the hope of the great reward 
that may come, provided the invention proves a success, 
and with the expectation of some loss, perhaps, if it proves 
a failure. In many instances, however, the promoter's aim 
is a much more directly selfish one. He may determine 
to exploit the invention so far as the formation of the 
company and the placing of its shares upon the market 
are concerned, with the expectation that his profits will 
be derived from the shares sold, and that he will reap his 
reward, whether the public be gainer or loser. In many 
cases, even when his belief is strong that the public will 
be the loser in the long run, he acts no less vigorously ; 
and his work is done when the shares are sold. 

In the organization of industrial combinations we find 
the promoter occupying somewhat similar positions. If 
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the combination is one naturally called into existence by 
industrial conditions, — one which, on the whole, will prove 
beneficial, not merely to the members of the combination, 
but also to the public, on account of the better direction 
of productive energy, — the promoter has rendered the 
public a service, and should be rewarded accordingly. In 
the organization of some of our trusts the promoter has 
performed this useful work, and has earned his reward. 
On the other hand, in very many cases, it is certain that 
the situation of business did not call for the organization 
of a combination at the time that it has been called into 
existence, but that the promoter, through his skill in rep- 
resentation, or misrepresentation, has persuaded indepen- 
dent producers that they could, with less risk, reap large 
profits, and has in that way unwisely called into existence 
one of these combinations. The result has been simply 
injury to the independent producers and injury to the 
public. If the promoter has succeeded in disposing of 
the shares which he has taken in the new organization, he 
has reaped his reward at the expense of his associates and 
of the public. 

Even where the organization has been one that might 
be justified in some form by industrial conditions, and 
while to that extent, at any rate, the promoter may be 
said to have performed a public service, the method of 
organization may have been so faulty that the public are 
injured. It is probably not too much to say that in the 
great majority of the industrial combinations which have 
been brought together within the last three years in the 
United States there has been a great amount of over- 
capitalization. This over-capitalization has, also, in many 
cases, resulted to the detriment of the public, both be- 
cause it has stimulated the desire to extort too high 
profits from the public by insistence upon higher than 
normal prices, and because, through more or less inten- 
tional deception, the investors have been persuaded to pay 
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prices for the stock higher than business conditions could 
in the long run justify. Still further, through the stimu- 
lation of speculation and unsound methods of doing busi- 
ness, the industrial community as a whole has been greatly 
injured. It is established, then, that in the organization 
of these combinations the promoter has at times done 
work that is beneficial to the community. Frequently he 
has done work that was at least unnecessary and probably 
somewhat detrimental to the community; and in very 
many other cases, through the encouragement of over- 
capitalization and the speculative tendency in the com- 
munity, his doings have been a positive injury. 

To a certain extent the same conclusions have been 
reached regarding banks that have been active in forming 
these combinations and placing their securities as regard- 
ing the promoter. Much less, however, is known about 
the real work of the banks and bank officials ; and this 
is a subject which much needs further investigation. 

Many business men deprecate any attempt to put re- 
strictions upon the organization of corporations or on 
other forms of business organization, on the plea that such 
restrictions will hamper enterprise. Their attitude is in 
part just, but in part, also, short-sighted. The encourage- 
ment of a sound business which will in all probability make 
reasonable profits for those investing in it, and which will 
satisfy real needs of the community, is desirable. The 
encouragement of an enterprise, however, which results in 
over-speculation and in the benefit of the promoter or of 
a few shrewd speculators at the expense of the rest of the 
community, is clearly detrimental. Legislators, and many 
who are disposed to give advice on legislation, are alto- 
gether too likely to confound these two kinds of enter- 
prise. One of the most important matters which remains 
still to be determined in connection with the development 
of the large industrial combinations is the extent to 
which mere speculative enterprise, on the one hand, and 
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speculative methods in the development of sound busi- 
ness combinations, on the other hand, have been carried 
on ; and how far and by what methods combinations can 
be formed which will be in accordance with normal busi- 
ness conditions, and which are likely to result only in 
benefits to the public. 

A similar condition of affairs exists with reference to 
the conduct of the large combinations after their forma- 
tion. Some of them beyond question are conducted con- 
servatively and wisely in the interests of the stockholders 
and probably of the public also. Others are so organ- 
ized and managed that a few directors or managers who 
are more or less unscrupulous in their methods of seek- 
ing personal profit gather to themselves large gains at 
the expense of the stockholders, on the one hand, and 
of the public, on the other. There is here a great field 
still left for investigation in the United States. The 
field is one which is not limited strictly to combinations 
of capital, but applies also to all large corporations. It 
requires very slight knowledge of corporation law and 
very little knowledge of business conditions in the United 
States to realize the frequent insecurity of corporate in- 
vestments, and to learn something of the wrong which 
the public suffers from much of our corporate manage- 
ment. This is said without any underestimate of the 
very important, even of the entirely indispensable need 
of our business community for the corporate form of 
business organization, and with the full knowledge that 
the corporate form of organization should be encouraged 
under proper restrictions. The United States has much 
to learn in this direction from England, and possibly 
still more to learn from Germany and some other Con- 
tinental countries. It is possible to encourage the cor- 
porate form of doing business without at the same time 
throwing the door open to the exploitation by unfair 
means of stockholders and of the public. There is no in- 
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tention of asserting that all of our corporations are organ- 
ized and managed without regard for the interest of the 
public and of the stockholders. But it is certain — and the 
late trust investigations have brought this out more com- 
pletely than has ever been the case before — that these 
evils do exist in large measure in connection with the 
great industrial combinations, and that there still remains 
open a very wide and important field of investigation in 
determining just of what nature and of what extent these 
evils are, and how far and by what means they may be 
checked, and how the beneficial effects of the corporate 
form of business organization may be secured through im- 
provements in our corporation laws. 

Investigations of industrial combinations have not so 
far given very definite results regarding their influence 
upon wages and the conditions of workingmen. It is 
certain, as was stated earlier, that their organizers have 
at times felt that through combination their power over 
the workingmen has been increased, that through them 
they have become better able than before the organiza- 
tions were made to resist demands which, from their 
point of view, were unjust, although from the point of 
view of the laborer they were probably entirely just. 
It is also established beyond question that in many cases 
the industrial combinations have increased wages beyond 
what they were before the organization was made. In 
many instances it has in all probability been true that 
these increases in wages have been due rather to im- 
proved industrial conditions than to the formation of the 
combination; but in certain instances it seems to be es- 
tablished that wages have been raised by the combinations 
when they would not have been raised, had the combina- 
tion not been formed. 

On the other hand, it is equally well established in indi- 
vidual cases that the combinations have closed factories 
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and discharged workingmen when, had the combination 
not been formed, the individual establishments would have 
been able to continue in business for an indefinite length 
of time and to give their workingmen employment. It 
seems also to be established that, through the saving ef- 
fected by these organizations, they have, sometimes at 
least, been put into a position to increase wages for their 
workingmen, if they will, more than would have been 
possible, had the organization not been effected. 

The investigations show very little change as regards 
the relations between trade unions and their employers. 
Some of the combinations seem ready to recognize trade 
unions and to deal with their leaders. Others take the 
position that they will in no case deal with the trade 
unions as such, but that they will make terms only with 
individuals. In most cases, probably, this is a matter 
rather of the individual predilections of the managers of 
the combinations than of any effect of combination. 
Further experience alone can determine whether the 
trade unions can so strengthen themselves in the future 
that by controlling a very large proportion of the working- 
men in any one line of industry they will be able to hold 
their own with a combination of capital in the same line 
of industry. If this can be done, it is possible that there 
will be a saving of energy and a directness of dealing 
between the employers and the employees which may 
result to the benefit of both, though possibly to the disad- 
vantage of consumers. Only the future, however, can 
determine what the outcome will be. 

As has been intimated before, one reason for the for- 
mation of these combinations is the amount that can be 
saved in the cost of selling goods. Experience has shown 
that, when several different firms unite into one, if the in- 
dustry is one in which travelling salesmen are employed, a 
large proportion of these salesmen, sometimes more than 
half, can often be discharged. In probably the great ma- 
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jority of cases where men have thus been relieved from 
work as salesmen, other work in connection with the 
combination has been found for part of them. Employers 
are loath to discharge men who have been faithful ; and, 
where their services are not needed in one department, 
they are simply transferred to others. It is, however, still 
doubtless true that in very many cases travelling salesmen 
are left by the formation of the combination to seek em- 
ployment elsewhere. 

In individual cases, also, the work of the travelling 
salesmen has become so changed in its nature that persons 
of less skill may be employed, and wages thus be lowered. 
When competitors are seeking for the trade of an indi- 
vidual dealer, the most skilful salesman will be likely to 
secure his patronage. When, however, there is no com- 
petition, but the salesman has simply to take orders for 
goods needed, much less skill would seem to be required. 
Experience does not show, however, that this employment 
of cheaper salesmen has usually taken place. In many 
cases the sale of goods depends not upon a direct demand 
from customers, but upon the art shown by manufacturers, 
dealers, and salesmen in calling the attention of cus- 
tomers to these goods, and to the advisability of purchas- 
ing them. In consequence, then, even when there is no 
competition among salesmen, it is often true that the 
more skilful salesman can extend the business much 
better than one of less skill. From the statistical inves- 
tigation made by the Department of Labor, it becomes 
evident that, although saving in this direction has been 
made, the result has been rather to make more efficient 
the work of travelling salesmen who were retained than 
to cut down their wages. In certain instances even, it 
was found that the combination had employed travelling 
salesmen, even when they had not been employed by the 
individual manufacturers before the combination was 
effected. 
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It is evident that the economic effect of saving in the 
way indicated is to be considered rather an advantage 
to the community than otherwise. Travelling salesmen 
may be considered as one class of middlemen ; and the 
more direct the communication can be between the pro- 
ducer and the consumer, other things being equal, the 
greater will be the advantage to the public. 

The experience previously referred to of the Brass Bed- 
stead Combination and others of like nature in England 
indicates that for considerable periods of time at least 
both workingmen and employers have profited decidedly 
by joint action in combination. 

It should be borne in mind, however, that in these com- 
binations the benefit to the workingmen is not even sup- 
posed to come chiefly through their greater efficiency, as 
is the case in most profit-sharing schemes. The source of 
the added profits and wages is mainly found in higher 
prices paid by the consumer. If such combination be- 
tween the employers and the employees were to become 
general, the workingmen would suffer as consumers from 
the higher prices to a degree which corresponded to their 
increase in wages. It is probable, however, as said before, 
that the field of enterprise which is open to such combina- 
tions will, for a long time to come, be so narrow that, if 
this form of combination is successful, it will still be pos- 
sible for- certain groups thus organized to profit at the 
expense of others. This, again, is one of the points 
which remains to be established by experience. 

Within the last two years, sufficient data have accumu- 
lated in the United States to show conclusively certain 
temporary effects at least of the industrial combinations 
upon the prices of the manufactured product. By com- 
paring carefully from month to month the prices of the 
leading raw materials with those of the finished product 
of several combinations along different lines, it has been 
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shown conclusively that a combination has been enabled, 
sometimes for periods of several years, to increase the 
margin between the raw material and the finished product 
to a considerable degree above what it was during the 
period of free competition preceding the organization of 
the combination. In certain instances a renewal of com- 
petition for short periods has lessened this margin, to be 
again increased when the competitors were bought up 
and the combination again consolidated. The increase in 
the margin may properly be considered an increase in 
price, although the absolute price of the finished product 
may not have increased at all. It is the normal tendency 
for the price of manufactured articles to decrease from 
time to time, with the improvements in machinery and 
methods of manufacture ; and the effect of competition is 
seen chiefly in a lessening of the margin. This increase 
in the margin between the price of the finished product 
and that of the raw materials can hardly be considered a 
benefit to the industrial community, unless the condition 
of the industry before the combination was formed was 
unhealthful. The saving from combination that has al- 
ready been indicated ought, in most cases, to bring about 
a sufficient increase in the profits of the combination to 
justify its existence without increasing the margin which 
covers the cost of manufacture and the profits of the organ- 
ization. Whenever this margin increases, other condi- 
tions remaining equal, it must mean that either the price 
of the raw material has been lessened below former com- 
petitive rates by the monopolistic power of the purchaser 
or that the selling price has been increased above former 
competitive rates by the monopolistic power of the seller. 
It is possible that in exceptional cases, when competition 
has been abnormally fierce, this increase in the margin is 
economically justifiable and in the interests of the public. 
The fact, however, seems to be established by the compari- 
son of the figures above noted, together with the very 
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large profits which have, beyond doubt, been reaped by 
some of the combinations, that this increase in the margin, 
while doubtless in the interests of the stockholders of the 
combinations, has at times, perhaps often, been directly 
against the interests of the public at large. 

While the facts, then, show so far that some of these 
instances of increase of price have clearly been contrary 
to the interests of the public for the time being, the ulti- 
mate effects of the combinations in this direction is by no 
means yet settled. It has already been noted that compe- 
tition has at times lowered this margin, when it had been 
increased by the combination. It has certainly been true 
in very many cases that the eagerness on the part of the 
combination to reap very large profits in a short period 
has encouraged new competitors to come into the field, 
and thus again force the margin down. The experience 
of two or three of the most successful and long-lived of 
the combinations in Germany and Austria as well 
as in this country seems to show that it may be possible, 
through the saving effected by combinations and through 
their power in the market, to maintain a permanent price 
somewhat above the competitive rate. But all indica- 
tions of experience serve to show, likewise, that, if this is 
to be done, the margin of profit must be kept on the 
whole moderate. The increase above the competitive 
rate cannot be a large one. It is probable, even, that in 
times of emergency, when the demand is very strong and 
very large profits might be reaped, the combination has 
been and must be constrained to take only moderate 
profits, in order to maintain its control of the market 
after the favorable conditions have passed. 

While we may say, then, that it has been clearly estab- 
lished that prices can be raised, and have been raised for 
considerable periods of time by the combinations, and while 
it may with equal certainty be asserted that combinations 
have not infrequently lowered prices below even the cost 



THE TRUSTS 69 

of production for short periods in order to force would-be- 
competitors out of business, the asserted power, perhaps 
even the probable power, of combinations to maintain 
prices permanently above competitive rates, without call- 
ing into the field powerful competitors, remains still to 
be fully established by longer experience. In individual 
cases it has been shown that for considerable periods of 
time prices have been kept by the combinations much 
steadier than under competition. Of course, these con- 
clusions regarding the effects of combinations upon prices 
do not refer to prices fixed by legal monopolies or even 
to those fixed by the so-called natural monopolies, but 
only to those of combinations in manufacturing industries 
which have been characterized as capitalistic monopolies. 

In political discussion of late years the illegal corrupt 
influence of the trusts in political life has been asserted 
with perhaps greater emphasis than any other charge 
made against them. It may be considered established 
that corrupt influence has been exerted by these combina- 
tions. It has not, however, been established that the in- 
fluence of the capitalistic combinations has been more 
corrupt than that of the large natural monopolies, like 
the railroads and the telegraphs, or than that of individual 
firms of large means whose interests were closely con- 
nected with legislative measures. The remedy for the 
evil is still to be found. 

Similarly in political discussions much emphasis has 
been laid upon the supposed evil social effects of the 
combinations. It has been thought that through their 
influence it has become difficult for individuals to start 
business independently, and that young men are practi- 
cally forced into the position of mere employees. It has 
been believed, also, that this state of affairs has a strong 
tendency to lessen the power of individual initiative in 
business life and to impair materially the ability of busi- 
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ness men for self-government. Such questions can never 
be settled by count of heads ; and, if they can be settled 
at all, it must be through experience extending over a 
very long period of time. It has beyond question been 
shown in many individual instances that individuals who 
are managing independent establishments have been com- 
pelled to take subordinate positions in great combinations. 
It has not yet been shown, however, — and it is question- 
able if it can be shown, — that either the individual him- 
self or the industrial or political community has been in- 
jured thereby. It is probable that in some cases hardships 
have thus been endured : it is also probable that in other 
cases men have been prevented from securing positions as 
influential and possibly even as useful as they might have 
secured under a competitive regime ; but it is none the 
less probable that other men have been given better op- 
portunities for developing their really great powers, and 
that even some of the weaker men have been able to ren- 
der greater service to the community in their subordinate 
positions than it would have been possible for them to 
render, had they remained entirely independent. Gen- 
eral social disadvantages form the best subjects for politi- 
cal denunciation and for eloquent speeches by campaign 
orators; but these are not matters that can readily 
be settled by experience, and it is certainly true that 
the general social influences of the trusts have not as 
yet been made out. It is still open for debate, and doubt- 
less will remain open for many years to come, whether 
their influences in this direction tend, on the whole, more 
towards evil than towards good. One should not forget 
that the same fears regarding the social effects of the fac- 
tory system have troubled many philanthropic people for 
decades. The question is by no means a new one. 

Evils in connection with the trusts have thus, beyond 
doubt, been established. Benefits coming from the trusts 
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have likewise been established beyond doubt. Many 
remedies for the evils have been tried. The conclusions 
regarding these remedies which can, at the present date, 
be positively reached are few. 

It may perhaps be considered settled that most of the 
laws which have aimed directly at the destruction of the 
combinations have proved in great part failures. What 
would have been the case, had they not been passed, is, 
of course, not to be known; but apparently they have 
had very slight effect, if any, in checking the tendency 
towards combination. On the other hand, these statutes 
and the common law as interpreted by the courts have, 
beyond doubt, had effect in determining to a certain 
extent the form of the industrial combinations. In this 
country, when combinations on a large scale were first 
attempted, the usual form was that of an agreement re- 
garding the extent of the output of the different establish- 
ments, and sometimes regarding the price at which the 
product should be sold. These agreements, it was found, 
were frequently broken ; and, wherever there seemed to 
be any likelihood that such contracts were intended 
to control the market, the courts were inclined to hold 
them illegal, and to refuse to enforce them. The result 
of this was, of course, an effort to secure a firmer form 
of combination. The first most prominent attempt was 
that of the " trust " adopted by the Standard Oil Com- 
pany, the Sugar Combination, the Whiskey Combina- 
tion, and some others. This form seemed for a time 
to give the requisite stability, and from that point of view 
to be successful. Decisions of the courts, however, and 
legislation directed against this form of the trust, showed 
that it was impracticable. In consequence, that form soon 
gave place to that of the single corporation. When differ- 
ent establishments thought it wise to combine into one, a 
corporation was formed which bought up all of the separate 
establishments, whether owned by corporations or by in- 
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dividuals, and held them as property. This change in 
form was, beyond doubt, to a great extent the direct 
result of hostile legislation and court decisions. Another 
form of combination, now not uncommon, which returns 
somewhat towards the trust form, while retaining the re- 
sponsibilities of the corporation, is that in which all of 
the members desiring to unite are put into the form of 
corporations and a single large unifying corporation is 
formed which buys the controlling shares of the stock of 
each of the separate establishments, in this way securing 
control. Under the laws of several of our States it is per- 
mitted to a corporation thus to hold the stock of another 
corporation, and this form of organization seems to be 
growing more common. 

Our legislation and court decisions have also modified 
somewhat the legal doctrine concerning restraint of trade. 
In certain States, at any rate, our courts are much more 
inclined than at earlier times to hold that a contract in 
restraint of trade is contrary to the public interest and 
void, even when in form it contemplates only a partial 
restraint. In many cases this has probably been true 
where twenty years ago the contracts would have been 
held valid. 

Similar results seem to be shown by considering the 
experience of other countries. In Germany, contracts 
for division of the market and fixing of prices by a 
central selling committee or bureau, so as to secure 
what the court considers reasonable, not extortionate 
profits, are considered valid, even when they are sufficient 
to give a practical monopoly of any industry. On the 
other hand, the courts of Austria seem rather to have 
taken the position of many of those in the United States, 
and to hold such contracts illegal under a statute of 1870. 
The consequence there seems to be that the combinations 
are looking about to secure some other form of organiza- 
tion which may satisfy the law, and which will still give 
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them the right to combine as freely as ever. The ten- 
dency towards combination in all countries seems to be 
substantially the same. The differences in the laws, and 
in the business habits of the people, seem to change only 
the form of organization. 

It seems to be established by practically universal ex- 
perience that the greatest evils of the industrial combina- 
tions spring from acts that can be kept secret or that 
cannot, at any rate, be fully established in the eyes of the 
public. This is shown by the unwillingness which many 
of the larger combinations show in publishing information 
such as large corporations on a sound basis have no hesi- 
tation in presenting ; by the strong tendency towards en- 
couraging speculation in their stocks, a matter which is 
also furthered by secrecy ; by the unwillingness which the 
larger combinations show towards taking the form of a 
single corporation in those countries where corporations 
are required to make public in considerable detail the 
nature of their business at the time that they enter into 
the combination, and detailed annual reports thereafter; 
and by other similar lines of proof. 

As regards the main remedies, then, that have been pro- 
posed, and that different countries have attempted to en- 
force, perhaps we may consider as established this : First, 
that a removal of special discriminating favors to the com- 
binations will check their power over the consumers in 
individual cases, but that combinations may flourish with- 
out such discriminations. Second, that the removal of a 
protective tariff on the goods of such a combination would 
prevent it in certain instances from securing as high profits 
as otherwise and from increasing its prices to consumers 
as much as might otherwise be the case. To this should 
be added, however, the further statement that this remedy 
in many cases, if rigidly applied, would practically drive 
the industry from the country, and turn that line of busi- 
ness over to foreign competitors. In certain instances 
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this might be to the advantage of the country, as a whole ; 
in other instances, probably to its detriment. Each case 
still needs to be studied by itself before any specific con- 
clusion can be reached. No general conclusion is possible. 
Third, specific destructive legislation against these com- 
binations has not materially hindered their growth, though 
it has brought about decided changes in their forms in 
this and in other countries. The legislation, apparently, 
which those combinations whose acts seem most detri- 
mental to the public are most inclined to fear, is that 
which through indirect means will bring their practices 
directly before the public, and which, while not attempt- 
ing to destroy them, does put them under restrictions 
which can be enforced by public officials. 

Further legislation than this, such as various forms of 
taxation, has tended towards modifying the form, but not 
as yet towards affecting materially the growth of these 
combinations. The result of other legislation, and the 
more definite results even of these forms of legislation 
indicated, must still be a matter of further experience. 
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